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The Legislative Audit Committee
of the Montana State Legislature:

Enclosed is the report on the audit of Flathead Valley Community College for the two fiscal years
ended June 30, 2006.

The audit was conducted by CHMS, P.C.; under a contract between the firm and our office. The
comments and recommendations contained in this report represent the views of the firm and not
necessarily the Legislative Auditor.

The agency's written response to the report recommendations is included in the back of the audit

report.
ectfully submitted,
Cotr™A\. Seacat
Legislative Auditor
06C-04
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FLATHEAD VALLEY COMMUNITY COLLEGE
YEARS ENDED JUNE 30, 2005 AND 2006

RECOMMENDATIONS

None

PRIOR YEARS’ RECOMMENDATIONS

A summary of the recommendations from fiscal years June 30, 2003 and 2004 is as follows:

Finding Status

Finding #04-01 — Cash Reconciliations Implemented
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Through Learning

MANAGEMENT’S DISCUSSION AND ANALYSIS
FISCAL YEARS 2005 AND 2006

Flathead Valley Community College (FVCC) is dedicated to improving lives through leaming.
FVCC is located on two campuses located in Kalispell and Libby, Montana.

Reading the Annual Financial Report

A requirement of GASB 35 is the Management Discussion and Analysis (MD&A) of the annual
financial statements. This section includes narrative descriptions of the FVCC financial
condition, results of operations and cash flows. The MD&A’s purpose 1s to aid readers in
understanding the accompanying financial statements through analysis of FVCC’s financial
activities based on currently known facts and conditions. This MD&A should be read in
conjunction with the accompanying financial statements and footnote disclosures.

The following Management’s Discussion and Analysis (MD&A) provides an overview of the
financial activities of FVCC for fiscal years ended June 30, 2005 and 2006.

How the Financial Statements Relate to Each Other

The financial statements included are the Statement of Net Assets; Statement of Revenues,
Expenses, and Changes in Net Assets; and the Statement of Cash Flows.

The financial statements are presented using the accrual basis of accounting. The accrual basis
of accounting simply means that the transaction is recognized (recorded) when an exchange
takes place. An exchange can be defined as a situation in which each party receives and gives
something of equal value. For example, a student registers for a class on July 1* and sets up a
payment plan to pay tuition and fees in full by July 31%. On July 1%, there is no cash presented,
however, because the registration (exchange) takes place (reserved seat in class equals
commitment to pay), revenue is recognized on July 1%, An offsetting student receivable is set up
to track the amount the student owes. As the student pays for the tuition and fees, the receivable
is reduced by the same increment.

The most basic relationships between the statements are described below. The Statement of Net
Assets presents a snap shot of the financial condition of FVCC on June 30. The Statement of
Revenues, Expenses, and Changes in Net Assets presents the results of activities for FVCC
throughout the fiscal year. The Statement of Cash Flows indicates where and how cash was
utilized and provided in order to operate throughout the fiscal year.



Statement of Net Assets

Assets and liabilities are presented in a classified format. This format differentiates between
current and non-current assets and liabilities. Net Assets (assets less liabilities) are presented in

three categories applicable to FVCC:
S Unrestricted
 Restricted — Expendable

— Nonexpendable
< Invested in Capital Assets, Net of Related Debt

This statement is one way of measuring FVCC’s financial position at the end of the fiscal year.
Improvements or deterioration of financial position can be measured over time by analyzing the

change in net assets.

The following is a summary of the Statement of Net Assets for each fiscal year:

Total Current Assets $8,323,068 $7,182,923 $6,624,681 $5,056,802
Total Non-Current Assets $26,527,337 $18,854,572 $8,672,805 $8,218,379

TOTAL ASSETS $34,850,405 $26,037,495 $15,297,486 $13,275,181
Total Current Liabilities $3,419,860 $2,509,070 $2,244,107 $1,497,924
Total Non-Current Liabilities $17,732,516 $12,554,669 $3,173,300 $3,796,681

TOTAL LIABILITIES $21,152,376 $15,063,739 $5,417,407 $5,294,605
Invested in capital, net of related debt -$4,918,200 -$3,692,278 $5,515,692 $4,797,951
Restricted-expendable $13,836,405 $10,782,624 $2,207,177 $1,542,510
Unrestricted $4,779,824 $3,883,410 $2,157,210 $1,640,115

TOTAL NET ASSETS $13,698,029 $10,973,756 $9,880,079 $7,980,576

Information significant to reading the Statement of Net Assets:

& The Net Assets Invested in capital, net of related debt is primarily made up of the
value of the buildings and the land held by the College and the associated bond
indebtedness. The FY2005 and FY2006 ending deficit balances in the Net Assets
Invested in Capital, Net of Related Debt is due to the construction in progress.
There are unspent bond proceeds for the college expansion. The cash balance
from those proceeds is recorded in the Restricted-expendable category of Net
Assets. Once the expansion is completed, the resulting assets from the project will
be recorded in the Net Assets Invested in Capital, Net of Related Debt, and the
deficit currently recorded will be eliminated. This is simply a result of GASB
34/35 requirements for the classification of net assets and i1s an expected event
during expansion projects involving bond indebtedness.

Vil



S Restricted-expendable Net Assets are held primarily in the grant and bond
proceeds restricted for the campus expansion project.

< Unrestricted Net Assets is made up of operating activities, auxiliary activities, and
also numerous designated activities which include:

1.

Student Activity Fee — Any change in the student activity fee must be
approved by a majority of the voting students, and approved by the Board of
Trustees. The Student Activity Fee will be deposited into an agency account
and will be administered by the Student Senate for the purpose of supporting
programs, services, and activities for College students. 50% of the Student
Activity Fee is specifically designated for the athletics programs of the
College.

Laboratory Fees — Laboratory fees are intended to augment, not replace,
basic operating expenses. They may be assessed and used for:

a. Consumable supplies (including computer software)
b. Special facility rental or services
c. Unusual vehicle costs

Laboratory fees are intended for use during the semester collected. The
amount will be recommended by the instructor through the division chair to
the appropriate administrator, with approval beginning in Business Services
and final approval granted by the President.

Laboratory fees are not intended for:

a. Equipment
b. Continuing personnel costs
c. Roll-over (accumulation of funds for a future purchase)

Building Fees — Building fees shall be collected specifically for the purpose
of purchasing or selling land, installing major utilities, infrastructure
requirements, completing major landscaping, purchasing or selling buildings,
lease-purchasing buildings, constructing buildings, remodeling buildings,
demolishing buildings, constructing parking lots, constructing roadways,
constructing other campus improvements, and purchasing architectural and
engineering services related to these buildings fee purposes.

Computer Fees — Computer fees shall be collected for the purchase or lease
of computer equipment, software, maintenance or related items which will
benefit the instructional programs. Expenditures may not be made for
recurring personnel services.

Vil



5. Equipment Fees - Equipment fees shall be collected for the purchase, lease or
maintenance of equipment and other related expenditures which will provide a
primary benefit to the educational programs including the library.

6. Grounds Maintenance Fee — Grounds Maintenance Fees shall be collected
for the construction, maintenance and safety of hard surface areas on the

campus.

Statement of Revenues, Expenses, and Changes in Net Assets

The Statement of Revenues, Expenses, and Changes in Net Assets reflects the results of
operations for each fiscal year, distinguishing between operating and non-operating revenues and
expenses as defined by GASB 35. GASB 35 has defined appropriations (state and local) as non-
operating revenues, thus, FVCC is showing an operating loss $5,321,592 for FY2005 and
$6,017,699 for FY2006. Once the appropriations dollars are considered, the results become a
gain of $1,189,642 for FY2005 and $1,868,881 for FY2006. Inclusion of state and local
appropriations is a more useful measure of FVCC regular activities. The bottom line “Change in
net assets” was an increase in net assets of $1,238,454 for FY2005 and $2,768,635 for FY2006.

Operating Revenues $ 9,388,854 § 8,805,473 $ 9,744,274 § 7,537,088
Operating Expenses $ (15,406,553) $ (14,127,065) $ (14,263,315) $ (12,499,543)
Operating Loss $ (6,017,699) $ (5,321,592) $ (4,519,041) $ (4,962,455)
Net Nonoperating Revenues/(Expenses) $ 8,786,334 § 6,560,046 $ 6,418,544 §$ 5,809,211
Change in Net Assets $ 2,768,635 $ 1,238,454 $ 1,899,503 $ 846,756
FY2003 Beginning Net Assets - Restated $ 10,973,756 $ 9,880,079 $§ 7,980,576 $ 11,774,270
Adjustment to Accounts Receivables $ (191,168)
GASB 35 Adjustment-Capital Assets $ (1,092,621)
GASB 35 Adjustment-Record Accumulated
Depreciation $ (3,356,661)
Prior Period Adjustments $ (44,362) $ (144,777)
Net Assets - end of year $ 13,698,029 $§ 10,973,756 $ 9,880,079 $ 7,980,576

Information regarding specific revenue and expense items:

S Tuition and fees: Tuition and fees are down from FY2004. FY2004 enrollment levels were
a result of four of the area’s large employers initiating layoffs. These layoffs resulted in
several hundred more students than historical numbers. These additional students were
retrained, graduated and employed. In addition, enrollment numbers are indicating more
students taking fewer credit hours due to a very low unemployment in northwest Montana.
We have found that there is a direct correlation between FTE and unemployment in Flathead

County as illustrated on the following page:



Unemployment Rate (Flathead County) as an Indicator of
Kalispell Campus Enrollment
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<& Federal grants and contracts: Federal grants and contracts have decreased since FY2004 for
three primary reasons. The first is the conclusion of a large grant — the Rural Utilities
Services grant and the second is related to the enrollment as explained above — Pell grants
were impacted by the changes in enrollment. The final primary reason for the change is due
to some reclassification from federal grants and contracts to state grants and contracts.

< State grants and contracts: State grants and contracts appear to have increased significantly
over FY2003 and FY2004 due to the reclassification described above. In addition, FVCC
was awarded $639,838 from the two year equipment appropriation in HB2. These awards
allowed FVCC to purchase needed equipment for its programs. The awards were for the
Heavy Equipment Operations, Surveying, and Building Trades programs. For example, the
grants allowed for the purchase of, rather than lease, heavy equipment and substantially
reduce the program fee associated with delivering this program.

9 Operating Expenses: Operating expenses increases occurred primarily in the salaries and
benefits.



All revenues by source are illustrated below (includes all funds, not just general operating):
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Expenses by natural classification are illustrated below for each fiscal year (includes all funds,

not just general operating):

FY2005 EXPENSES
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Statement of Cash Flows

The Statement of Cash Flows summarizes where cash was provided or utilized throughout the
fiscal year. Cash flows are presented in operating activities, non-capital financing activities,
capital and related financing activities and investing activities. The sum of these four categories
is the net change in cash which was an increase of $10,728,445 for FY2005 and an increase of
$4,781,925 for FY2006. The large increases in cash are primarily made up of the bond proceeds
issued for the campus expansion. Subsequent years will show the opposite effect as the proceeds
are spent for the construction project.

Cash Provided (Uséd) by:

Operating Activities $ (4,267,109) $ (4,344,094) $ (5252,963) $ (4,655,87
Noncapital Financing Activities $ 7,725282 $ 6,591,145 $ 6525622 $ 5937,53
Capital and Related Financing Activities $ 434,165 $ 8,314,621 §$ (1,224,866) $ (1,86533
Investing Activities $ 889,587 $ 166,773 $ 59,716 $ 69,97

Net Increase (Decrease) in Cash $ 4,781,925 §$ 10,728,445 $ 107,509 $ (513,70

Cash and Cash Equivalents, beginning of year $ 14607806 $ 3,879,361 §$§ 3,771,852 $ 428555
Cash and Cash Equivalents, end of year $ 19,389,731 $ 14,607,806 $ 3,879,361 $ 3,771,85

Significant Pending Financial Issues

COMMUNITY COLLEGE FUNDING FORMULA

During the 2005 legislative session, the Joint Appropriations Subcommittee on Education
expressed concern about the level of state approprnation funding for community colleges. The
language in HB2 specifically encouraged an Interim study to address the community college
funding formula. Beginning in October of 2005, the formal study began. The study was lead by
Legislative Fiscal Analyst, Alan Peura, with participation from all three community colleges, a
representative from the Office of Budget and Program Planning, and a representative from the
Office of the Commissioner of Higher of Education.

The formula was recently submitted as a committee bill to go forward to the 2007 legislative
session. The bill can be found at http:/data.opi.mt.gov/bills/2007/bilipdf/LC0179.pdf.

The formula is based on a fixed and variable cost component, recognizing fixed costs such as
utilities and variable costs such as student aid waiver expenditures. The community colleges are
in support of the new funding formula. The new funding formula is designed to bring stability
and more predictability to the state appropriation funding, which allows for long term planning.

X111



CONSTRUCTION IN PROGRESS

The college expansion is underway. In December 2002, the voters of Flathead County
authorized the construction of three new buildings and some renovations of the existing facilities.
The first of the three new buildings is the Occupational Trades building and is expected to be
completed in January 2007. The second building scheduled for completion in May of 2007 1s the
Arts and Technology building. The third and final building is the Early Childhood Center, and
its completion is estimated to be August 2007. The renovations to the existing facility are
scheduled to be completed by the end of summer 2007.

Due to some unavoidable delays, the project was not able to break ground until September of
2005. That delay cost the project in inflationary impacts. Changes were made to the original
schematics that would not impact the integrity or the function of those buildings but would lower
costs of construction. There remains a $3.5 million shortfall. The college is pursuing an
Intercap loan through the Montana Board of Investments. The design of this loan is to be solely
for the purposes of timely completion of the project. The FVCC Foundation is currently engaged
in a capital campaign to raise the funds to cover the $3.5 million shortfall. The campaign has not
yet been publicly announced, and has already raised roughly $500,000.

MANAGEMENT INFORMATION SYSTEM

Recently, FVCC released a request for proposal for a new comprehensive Enterprise Resource
Planning system. There is a committee that has reviewed the proposals that were submitted, and
that same committee has recommended two vendors to present to the college community. The
presentations will take place throughout the month of November, and a recommendation will be
submitted to the President around November 30",

X1v



P.O. Box 1067

104 Second Avenue S.W.

Sidney, Montana 59270

P C 406-433-2002

I o e 1-800-676-2467

CERTIFIED PUBLIC ACCOUNTANTS FAX: 406-433-2095

INDEPENDENT AUDITOR’S REPORT

Legislative Audit Committee
Of the Montana State Legislature

We have audited the accompanying basic financial statements of Flathead Valley Community
College, Kalispell, Montana, as of and for the years ended June 30, 2005 and 2006, as listed in the
table of contents. These financial statements are the responsibility of the College’s management.
Our responsibility is to express opinions on these financial statements based on our audit. We did
not audit the financial statements of the College’s discretely presented component unit. Those
statements were audited by another auditor whose report thereon has been furnished to us, and
our opinion insofar as it relates to the amounts included for the audited component unit of the
College, is based on the report of the other auditor.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit and the report of the other auditor provide a reasonable basis for our opinions.

In our opinion, based on our audit and the report of the other auditor, the financial statements
referred to above present fairly, in all material respects, the financial position of Flathead Valley
Community College, Kalispell, Montana, as of June 30, 2005 and 2006, and the results of its
operations and cash flows for the years then ended in conformity with generally accepted
accounting principles.

In accordance with Government Auditing Standards, we have also issued a report dated
September 15, 2006, on our consideration of the College’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, grants
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the internal control over financial reporting or compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and should
be considered in assessing the results of our audit.

1
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The managements’ discussion and analysis on pages vi - xiv is not a required part of the basic
financial statements but is supplementary information required by the accounting principles
generally accepted in the United States of America. We have applied certain limited procedures,
which consisted primarily of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the information
and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the College’s basic financial statements. The Schedule of Functional
Classification of Operating Expenses on page 29, the Schedules of Student Financial Aid Modified
Statement of Cash Receipts and Disbursements on pages 30 - 31, the Schedule of Expenditures —
Student Financial Assistance Programs on page 32, and the Schedule of Enroliment Statistics on
page 33 are presented for purposes of additional analysis and are not a required part of the basic
financial statements. The accompanying schedules of expenditures of Federal Awards on pages
34 — 35 are presented for purposes of additional analysis as required by the U.S. Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Such information has been subjected to the audit procedures applied in the audit of
the basic financial statements and, in our opinion, is fairly stated in all material respects in relation
to the basic financial statements taken as a whole.

CHms £C

CHMS, P.C.
Certified Public Accountants

September 15, 2006



FLATHEAD COMMUNITY COLLEGE
KALISPELL, MONTANA
STATEMENTS OF NET ASSETS
JUNE 30, 2005 AND 2006

ASSETS 2005 2006
Current Assets
Cash and Cash Equivalents - Note C $ 4,488,476 $ 5,741,940
Taxes Receivable - Note A 199,459 286,373
Grants Receivable - Note A 232,740 179,391
Accounts Receivable, Net - Note A 1,290,733 981,411
Deferred Tuition Waivers 6,396 7,639
Deferred Salaries 6,667 -
Prepaid Expense 692,877 778,987
Deposits 83,052 119,873
Current Portion of Bond Issuance Costs 17,482 22,431
Inventory - Note A 165,041 205,023
Total Current Assets 7,182,923 8,323,068
Noncurrent Assets
Restricted Cash and Cash Equivalents - Note C 10,119,330 13,647,791
Noncurrent Portion of Bond Issuance Costs 124,655 201,197
Construction in Progress 268,277 4,032,861
Capital Assets - Note D 13,036,438 13,593,994
Less: Accumulated Depreciation (4,694,128) (4,948,506)
Total Noncurrent Assets 18,854,572 26,527,337
Total Assets 26,037,495 34,850,405
LIABILITIES
Current Liabilities
Accounts Payable and Accrued Liabilities 413,957 1,163,731
Accrued Payroll 79,182 96,513
Deferred Revenue - Tuition and Fees 751,443 604,187
Deferred Revenue - Grants 120,060 260,180
Tuition Deposits 698 795
Due to Student Organizations 255,248 180,861
Current Portion of Capital Lease Obligations 25,668 -
Bond Premium 3,779 7,499
Interest Payable 126,692 128,092
Current Portion of Compensated Absences Payable - Note E 65,969 94,894
Current Portion of Long-Term Obligations - Note F 666,374 883,108
Total Current Liabilities 2,509,070 3,419,860
Noncurrent Liabilities
Noncurrent Portion of Bond Premium 71,792 138,693
Noncurrent Compensated Absences Payable - Note E 947,625 1,026,574
Noncurrent Portion of Long-Term Obligations - Note F 11,536,252 16,567,249
Total Noncurrent Liabilities 12,554,669 17.:7132,516
Total Liabilities 15,063,739 21,152,376
NET ASSETS
Invested in Capital Assets, Net of Related Debt (3,692,278) (4,918,200)
Restricted for:
Expendable:
Student Loans 5,650 4,899
Debt Service 10,727,491 13,642,259
Grants - 9,711
Sponsored Programs - 104,555
Scholarships, Research, Instruction, and Other 49,583 74,981
Unrestricted 3,883,410 4,779,824
Total Net Assets $ 10,973,756 § 13,698,029

See notes to the financial statements
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FLATHEAD VALLEY COMMUNITY COLLEGE FOUNDATION
STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2004 AND 2005

2004 2005
ASSETS
Cash and Cash Equivalents $ 629,347 697,049
Investments 1,481,791 1,718,788
Pledges Receivable 399,242 358,481
Other Assets 35,974 47,197
Software 1,625 1,625
Total Assets $ 2,547,979 2,823,140
LIABILITIES AND NET ASSETS
Liabilities
Accounts Payable and Other Liabilities $ 35,259 29,818
Foundation Scholarships Payable 78,207 70,943
Other Scholarships Payable 81,803 82,972
Total Liabilities 195,269 183,733
Net Assets
Unrestricted 355,982 462,573
Temporarily Restricted 756,510 928,331
Permanently Restricted 1,240,218 1,248,503
Total Net Assets $ 2352710 §$ 2,639,407

See Note A to the financial statements.



FLATHEAD COMMUNITY COLLEGE
KALISPELL, MONTANA

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS

FOR THE YEARS ENDED JUNE 30, 2005 AND 2006

REVENUES
Operating Revenues

Tuition and Fees (net of scholarship allowances of $286,583 and $
$249,165, respectively)

Federal Grants and Contracts

State Grants and Ceontracts

Private and Local Grants and Contracts

Indirect Cost Recoveries

Seminars and Workshops (net of waivers of $363 and $5,410, respectively)

Training

Auxiliary Activities:
Bookstore
Food Services

Other Operating Revenues

Total Operating Revenues

EXPENSES
Operating Expenses

Salaries
Benefits
Travel and Entertainment
Supplies
Contracted Services
Bond Issue Expense
Bad Debt Expense
Scholarships and Grants
Noncapitalized Equipment
Indirect Costs
Other Operating Expenses
Depreciation Expense

Total Operating Expenses
Operating Loss

NONOPERATING REVENUES (EXPENSES)
Interest Income
State Appropriations
Local Appropriations
Gain (Loss) on Disposal
Interest Payments

Total Nonoperating Revenues (Expenses)
INCREASE IN NET ASSETS
Net Assets, Beginning of Year
Prior Period Adjustments - Note M
Beginning Net Assets, as Restated

Net Assets, End of Year $

See notes to the financial statements.

2005 2006
3,536,526 3,513,506
2,717,203 2,775,472

863,425 1,029,823

140,494 273,888

114,979 79,188

421,798 697,237

41,999 57,034
793,030 772,678
148,961 125,068

27,058 64,960

8,805,473 9,388,854
7,159,454 7,694,431
1,513,008 1,735,674

174,297 215,824
1,367,028 1,493,712
1,266,861 1,414,482

13,512 19,956

36,703

1,803,785 1,766,675
153,171 290,405
113,272 78,593
6,226 2,586
556,451 657,512
14,127,065 15,406,553
(5,321,592) (6,017,699)

166,773 889,587
3,765,328 4,320,611
2,745,906 3,565,969

(1772) 565,490

(116,189) (555,323)
6,560,046 8,786,334
1,238,454 2,768,635
9,880,079 10,973,756

(144,777) (44,362)
9,735,302 10,929,394

10,973,756 13,698,029




FLATHEAD VALLEY COMMUNITY COLLEGE FOUNDATION
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2004

REVENUES, GAINS, AND OTHER SUPPORT
Pledges and Other Public Support
In-Kind Donations
Net Realized and Unrealized Investment Gain
Investment Income
Endowments
Net Assets Released from Restrictions

Total Revenues, Gains, and Other Support

ALLOCATIONS AND EXPENSES

Program Services
Scholarship Awards
Program Disbursements
Other Programs Expenses
Prizes

Supporting Services
Professional Fees
Investment Management Fees
Management and General

Total Allocations and Expenses
INCREASE IN NET ASSETS
Net Assets, Beginning of Year
Prior Period Adjustment

Net Assets, Restated

Net Assets, End of Year

Temporarily Permanently

Unrestricted Restricted Restricted Total
$ 81,108 $ 93814 § 16,626 $ 191,548
121,302 - - 121,302
7,121 58,327 - 65,448
5,213 68,466 - 73,679
- - 6,300 6,300

50,306 (27,681) (22,625) -
265,050 192,926 301 458,277
76,557 - - 76,557
79,417 - - 79,417
36,837 - - 36,837
7,594 - - 7,594
8,168 - - 8,168
11,293 - - 11,293
89,230 - - 89,230
309,096 - - 309,096
(44,046) 192,926 301 149,181
305,193 563,584 1,239,917 2,108,694
94,835 - - 94,835
400,028 563,584 1,239,917 2,203,529
$ 355,982 $ 756,510 §$ 1,240,218 $ 2,352,710

See Note A to the financial statements.



FLATHEAD VALLEY COMMUNITY COLLEGE FOUNDATION

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2005

REVENUES, GAINS, AND OTHER SUPPORT
Pledges and Other Public Support
In-Kind Donations
Net Realized and Unrealized Investment Gain
Investment Income
Net Assets Released from Restrictions

Total Revenues, Gains, and Other Support

ALLOCATIONS AND EXPENSES

Program Services
Scholarship Awards
Program Disbursements
Other Programs Expenses
Prizes

Supporting Services
Professional Fees
Investment Management Fees
Management and General

Total Allocations and Expenses
INCREASE IN NET ASSETS
Net Assets, Beginning of Year

Net Assets, End of Year

Temporarily Permanently

Unrestricted Restricted Restricted Total
$ 191,760 $ 137,965 $ 14430 $ 344,155
132,027 - - 132,027
4,535 42,900 - 47,435
4,331 60,649 - 64,980

75,838 (69,693) (6,145) -
408,491 171,821 8,285 588,597
70,943 - - 70,943
99,666 - - 99,666
14,248 - - 14,248
9,487 - - 9,487
10,959 - - 10,959
12,514 - - 12,514
84,084 - - 84,084
301,901 301,901
106,590 171,821 8,285 286,696
355,982 756,510 1,240,218 2,352,711
$ 462,572 $ 928,331 $ 1,248,503 $ 2,639,407

See Note A to the financial statements.
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FLATHEAD COMMUNITY COLLEGE
KALISPELL, MONTANA
STATEMENTS OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2005 AND 2006

2005 2006
CASH FLOWS FROM OPERATING ACTIVITIES
Tuition and Fees $ 3,240,116 $ 3,637,723
Grants and Contracts 4,146,424 4,272,652
Payments to Employees (7,135,520) (7,562,559)
Payments for Benefits (1,513,008) (1.735,674)
Payments to Suppliers (2,682,134) (2,537,157)
Payments for Scholarships and Fellowships (1,675,129} (1,766,675)
Auxiliary Enterprise Charges
Bookstore 793,030 772,678
Food Services 148,961 125,068
Other Receipts (Payments) 333,166 526,835
NET CASH USED BY OPERATING ACTIVITIES (4,344,094) (4,267,109)
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
State Appropriations 3,765,328 4,320,611
Local Appropriations 2,775,109 3,479,058
Student Organization Agency Transactions 50,708 (74,387)
NET CASH PROVIDED BY NONCAPITAL FINANCING ACTIVITIES 6,591,145 7,725,282
CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES
Proceeds from Sale of Bonds 9,900,000 5,916,000
Proceeds from the Sale of Capital Assets 6,048 530,254
Purchases of Capital Assets (812,824) (4,738,345)
Principal Paid on Capital Debt /Capital Leases (678,566) (689,974)
Bond Issuance Costs (121,066) (101,447)
Bond Premium 73,586 74,400
Interest Paid on Capital Debt (52,557) (556,723)
NET CASH PROVIDED BY CAPITAL FINANCING ACTIVITIES 8,314,621 434,165
CASH FLOWS FROM INVESTING ACTIVITIES
Interest income 166,773 889,587
NET CASH PROVIDED BY INVESTING ACTIVITIES 166,773 889,587
Net Increase (Decrease) in Cash and Cash Equivalents 10,728,445 4,781,925
Cash and Cash Equivalents, Beginning of Year 3,879,361 14,607,806
Cash and Cash Equivalents, End of Year $ 14,607,806 $ 19,389,731
Reconciliation to Statement of Net Assets
Cash and Cash Equivalents 4,488,476 5,741,940
Restricted Cash and Cash Equivalents 10,119,330 13,647,791
Total Cash and Cash Equivalents $ 14,607,806 $ 19,389,731
RECONCILIATION OF NET OPERATING EXPENSES TO NET CASH USED BY OPERATING ACTIVITIES
Operating Loss $ (5,.321,592) $ (6,017,699)
Adjustments to reconcile net loss to net cash used by operating activities:
Depreciation Expense 556,451 657,512
Bond Issue Expense 13,513 19,956
Changes in Net Assets and Liabilities:
(Increase) Decrease in Accounts Receivable 317,008 362,671
Increase in Inventory 5,971 (39,982)
(Increase) Decrease in Deferred Tuition Waivers (6,396) (1,243)
(Increase) Decrease in Deferred Salaries (6,667) 6,667
(Increase) Decrease in Deposits (76,304) (36,821)
(Increase) Decrease in Prepaid Expenses (52,148) (86,110)
Increase {Decrease) in Accounts Payable 292,693 767,202
Increase (Decrease) in Deferred Revenues (53,070) (7,136)
Increase (Decrease) in Compensated Absences Payable {13,553) 107,874
Net Cash Used By Operating Activities S (4,344,094) $ (4,267,109)

See notes to the financial statements,
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FLATHEAD VALLEY COMMUNITY COLLEGE FOUNDATION

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2004 AND 2005

CASH FLOWS FROM OPERATING ACTIVITIES
Change in Net Assets

Adjustments to Reconcile Change in Net Assets to Net Cash
Provided (Used) By Operating Activities:

Depreciation
Net Realized and Unrealized Investment Gain
(Increase) Decrease in Assets:
Pledges Receivable
Other Assets
Increase (Decrease) in Liabilities:
Accounts Payable and Other Liabilities
Scholarships Payable

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Payments for Purchase of Investments

NET CASH USED BY INVESTING ACTIVITIES
Net Increase in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

See Note A to the financial statements.
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2004 2005
149,181 § 286,696
1,625 :
(65,448) (47,435)
122,815 40,761

(735) (11,223)
29,318 (5,441)
23,854 (6,095)

260,610 257,263
(240,764) (189,561)
(240,764) (189,561)
19,846 67,702
609,501 629,347
629,347 S 697,049




FLATHEAD VALLEY COMMUNITY COLLEGE
KALISPELL, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2005 AND 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies of Flathead Valley Community Coliege, a Community
College District (the College), is presented to assist in understanding the College's financial statements.
The financial statements and notes are representations of the College's management, which is responsible
for their integrity and objectivity.

Reporting Entity

Flathead Valley Community College is a community college district which has received accreditation by the
Northwest Association of Schools and Colleges. The College is managed by a Board of Trustees, each
member of which is elected in district-wide elections. The college administration is appointed by and
responsible to the Board of Trustees.

The County government of Flathead County provides substantial services to the College. Taxes are levied
and collected by the County. Cash is maintained and invested by the County Treasurer. The County does
not significantly influence the operations of the College; thus, the College is treated as a separate and
independent unit of local government.

The College, for financial purposes, includes all funds, account groups, organizations and boards for which
the College is financially accountable, and other organizations for which the nature and significance of the
relationship are such that the exclusion would cause the College's financial statements to be misleading or
incomplete. Financial accountability is defined as the appointment of a majority of the governing body, and
by the imposition of will or the potential for financial benefit or burden.

In May 2002, GASB issued Statement No. 39, "Determining Whether Certain Organizations are Component
Units, and Amendment of GASB Statement No. 14." The College was required to adopt GASB No. 39 as of
and for the year ended June 30, 2004. The statement requires that a legally tax exempt organization should
be reported as a component unit of a reporting entity if the economic resources received or held by these
organizations are entirely or virtually entirely for the direct benefit of the reporting entity or its component
units, and the reporting entity is entitled to, or has the means to otherwise access, a majority of the
economic resources received or held by the separate organization. The resources of the separate
organization must also be significant to the reporting entity. Accordingly, the College has identified and will
present the combined activities of the Flathead Valley Community College Foundation as of December 31,
2004 and 2005. The financial statements of the Flathead Valley Community College Foundation were
audited by Junkermier, Clark, Campanella, Stevens, P.C.

Financial Statements

The accompanying financial statements have been prepared in accordance with generally accepted
accounting principles (GAAP). The Governmental Accounting Standards Board (GASB) is responsible for
establishing GAAP for state and local governments through its pronouncements (Statements and
Interpretations).
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FLATHEAD VALLEY COMMUNITY COLLEGE
KALISPELL, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2005 AND 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

in June 1999, GASB unanimously approved Statement No. 34, "Basic Financial Statements and
Management's Discussion and Analysis for State and Local Governments". GASB Statement No. 35, "Basic
Financial Statements and Management's Discussion and Analysis for Public Colleges and Universities”
amends Statement No. 34 to address the accounting and financial reporting issues related to public colleges
and universities. Certain significant changes in the Statement include the following:

A Management's Discussion and Analysis (MD&A) section providing an analysis of the
College’s overall financial position and results of operations.

A change in the fund-group financial statements to an entity-wide perspective.

Statement of Net Assets, a Statement of Revenues, Expenses, and Changes in Net Assets,
and a Statement of Cash Flows. All significant inter-entity transactions have been eliminated
upon consolidation.

Basis of Accounting

For financial reporting purposes, the College is considered a special-purpose government engaged only in
business-type activities. Business-type activities are those that are financed in whole or in part by fees
charged to external parties for goods or services. Accordingly, the College's financial statements have been
prepared using the economic resources measurement focus and the accrual basis of accounting. Under the
accrual basis of accounting, revenues are recognized when earned, and expenses are recorded when
incurred. Grant revenues are reported only to the extent that they have been expended for their restricted
purposes.

The College had the option to apply all Financial Accounting Standards Board (FASB) pronouncements
issued after November 30, 1989, unless FASB conflicts with GASB. The College has elected not to apply
FASB pronouncements issued after the applicable date.

Cash and Cash Equivalents
The College considers all investments to be highly liquid, and, therefore, cash equivalents.

Investments

Investments are carried at cost, which approximates market value. Investments in the State Short-term
Investment Pool (STIP) may include certain types of derivatives. A derivative is any "contract whose value
depends on, or derives from, the value of an underlying asset, reference rate or index.” The STIP portfolio
includes asset-backed securities and variable-rate (floating rate) instruments. (See Note C on Investment
Risk Categories.)

Accounts Receivable

Accounts receivable consists primarily of student tuition and fees.
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FLATHEAD VALLEY COMMUNITY COLLEGE
KALISPELL, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2005 AND 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Grants Receivable

Grants receivable are for expenditures made on grants for which reimbursement has not been received.
Inventories
Inventories consist mainly of bookstore supplies and are valued at cost on the first-in, first-out method.

Use of Estimates

The preparation of these general purpose financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual amounts could differ from these estimates.

Noncurrent Assets

Cash that is externally restricted as to its use is classified as a noncurrent asset in the accompanying
statement of net assets.

Capital Assets

Capital assets include equipment, buildings and related improvements, land improvements and
infrastructure. Moveable equipment with a useful life of one year or more and a cost $1,000 or more is
capitalized. Buildings and related improvements costing $25,000 or more are capitalized. Land is
capitalized regardless of cost. Land improvements and infrastructure costing $10,000 or more is capitalized.

All purchased fixed assets are valued at cost where historical records are available and at estimated
historical costs where no historical records exist. Donated fixed assets are valued at their estimated fair
market value on the date received. The costs of normal maintenance and repairs that do not add to the
value of the assets or materially extend asset lives are not capitalized.

Property, plant, and equipment is depreciated under the straight-line method. In general, the annual
depreciation is determined by dividing an asset's historical cost less salvage value by its useful life. The
amount depreciated cannot exceed the asset's historical cost less salvage. The following estimated useful
lives are used:

Years Years
Buildings 40 Infrastructure 20
Building Improvements 40 Equipment 5-20
Land Improvements 20 Library Books 10

Information Technology 10-20

Library books are treated as a collection. Capitalized books are capitalized and reported at their historical
cost. In the absence of historical cost information, the book's estimated historical cost is used. Donated
books are capitalized and reported at their fair value at the time of donation.
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FLATHEAD VALLEY COMMUNITY COLLEGE
KALISPELL, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2005 AND 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Capital Assets (Continued)

All capitalized books are depreciated over their estimated useful life using the straight-line method of
depreciation with no salvage value. All capitalized library collections are depreciated over their useful life
using the composite depreciation method with no salvage value. The estimated useful life is the estimated
number of years that the book will serve the purpose for which it was purchased.

Assets acquired under capital leases that meet the capitalization threshold are added to capital assets.
Depreciation expense on assets acquired under capital leases is included with depreciation expense on
owned assets.

Donated Services

The value of donated services are not recognized, since the types of services rendered do not create or
enhance the College’s non-financial assets, nor do they require specialized skills.

Compensated Absences

As required by law, employees are allowed to accumulate earned but unused vacation and sick leave
benefits. Unused vacation benefits are 100% payable upon termination. Unused sick leave benefits are
payable at 25% of the unused portion upon termination. This liability has been reported as a liability and an
expense in the financial statements.

Net Assets

The College's net assets are categorized as follows:

Invested in capital assets, net of related debt - capital assets, net of accumulated
depreciation and outstanding principal balances of debt attributable to the acquisition,
construction, or improvement of those assets.

Restricted, expendable - net assets whose use by the College is subject to externally
imposed stipulations that can be fulfiled by actions of the College pursuant to those
stipulations or that expire by the passage of time.

Restricted, nonexpendable - net assets subject to externally imposed stipulations that the
College maintain those assets permanently.

Unrestricted - net assets that are not subject to externally imposed stipulations. Unrestricted
net assets may be designated for specific purposes by action of management, the Board of
Trustees, or the Board of Regents, or may otherwise be restricted by contractual agreements
with outside parties. Substantially all unrestricted net assets are designated for general
operating purposes and capital asset acquisition.

Revenues

The College has classified its revenues as either operating or nonoperating according to the following
criteria:
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FLATHEAD VALLEY COMMUNITY COLLEGE
KALISPELL, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2005 AND 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Operating Revenue - includes activities that have the characteristics of exchange
transactions, including student tuition and fees, net of scholarship allowances and discounts;
sales and services of auxiliary services; and most grants and contracts.

Nonoperating Revenue - nonoperating revenues include activities that have the
characteristics of nonexchange transactions, such as gifts and contributions, and other
revenue sources that are defined as nonoperating revenues by GASB Statement No. 9,
"Reporting Cash Flows of Proprietary and Nonexpendable Trust Funds and Governmental
Entities That Use Proprietary Fund Accounting”, and GASB Statement No. 34, "Basic
Financial Statements and Management Discussion and Analysis for State and Local
Governments". Types of revenue sources that fall into this classification are state
appropriations and investment income.

Use of Restricted Revenues

When the College maintains both restricted and unrestricted funds for the same purpose, the order of use of

such funds is determined on a case by case basis. Restricted funds remain classified as restricted until they
are expended.

Scholarship Discounts and Allowances

Student tuition and fee revenues, and certain other revenues from students, are reported net of scholarship
discounts and allowances in the Statement of Revenues, Expenses and Change in Net Assets. Scholarship
discounts and allowances are generated by the difference between the stated charge of goods and services
provided by the College, and the amount that is paid by the students and/or third parties making payments
on the students’ behalf. Certain governmental grants, such as Pell grants, and other federal, state, or
nongovernmental programs, are recorded as either operating or nonoperating revenues in the College's
financial statements. To the extent that revenues from such programs are used to satisfy tuition and fees
and other student charges, the College has recorded a scholarship discount and allowance.

NOTE B - LOCAL APPROPRIATIONS
All property taxes are collected by the Treasurers of Flathead County, Montana and Lincoln County,
Montana. Property taxes attach as an enforceable lien on property as of January 1st and are levied on the

2nd Monday in August. They are due in two equal installments on November 30th, and May 31st, following
the levy date.
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FLATHEAD VALLEY COMMUNITY COLLEGE
KALISPELL, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2005 AND 2006

NOTE B - LOCAL APPROPRIATIONS (CONTINUED)

The tax levies for the College for the year ended June 30, 2005 and 2006 were as follows:

Kalispell Campus Number of Mills
Year ended Year ended
6/30/2005 6/30/2006
General Levy 8.20 8.20
Audit Levy - 0.04
Retirement Levy 2.87 2.97
Adult Education Levy 1.00 1.00
Debt Service Levy 1.94 5.07
Total 14.01 17.28
The value of one mill was $157,165 in 2005 and $161,880 in 2006.
Libby Campus Number of Mills
Year ended Year ended
6/30/2005 6/30/2006
General Levy 5.00 5.24
Retirement Levy 1.81 1.51
Adult Education Levy 1.89 1.91
8.70 8.66
The value of one mill was $25,384 in 2005 and $25,670 in 2006.
NOTE C - CASH AND INVESTMENTS
Cash and investments as of June 30, 2005, consist of the following:
12/31/04
Component
College Unit
Cash on Hand $ 2500 § 35,279
Demand Deposit Accounts = -
Invested in the County Investment Pool 14,580,306 -
Invested in Treasury Securities 25,000 -
Invested in Mutual Funds, Equity
Securities and Corporate Debt Securities 2,075,859
Total Cash and Investments $ 14,607,806 $ 2,111,138
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FLATHEAD VALLEY COMMUNITY COLLEGE
KALISPELL, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2005 AND 2006

NOTE C - CASH AND INVESTMENTS (CONTINUED)

Cash and investments as of June 30, 2006, consist of the following:

12/31/05
College Component Unit

Cash on Hand $ 2620 $ 34,002

Invested in the County Investment Pool 19,362,111 =

Invested in Treasury Securities 25,000 -
Invested in Mutual Funds, Equity

Securities and Corporate Debt Securities 2,381,835

Total Cash and Investments $ 19,389,731 $ 2,415,837

The College follows the practice of pooling cash and investments with the Flathead County Treasurer,
except for petty cash.

The College may invest in savings deposits, time deposits or repurchase agreements in financial institutions
that are both located in Montana and insured by FDIC, FSLIC, or NCUA. The College may also invest in
general obligations of the United States Government, Federal Home Loan Bank, Federal National Mortgage
Association, Federal Home Mortgage Corporation, and Federal Farm Credit Bank, or a U.S. government
security money market fund which holds eligible securities in its investment program, or in a unified

investment program with the state, county treasurer, or any other political subdivision as long as investments
are eligible investments.

Disclosures Relating to Interest Rate Risk

Investment rate risk is the risk that changes in market interest rates will adversely affect the fair value of an

investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its fair value to
changes in market interest rates.

Information about the sensitivity of the fair value of the College's investments to market interest rate
fluctuations is provided by the following table that shows the maturity date of each investment as of June 30,

Flathead County Investment Pool 2005 Maturity Date
1.24 years average

Flathead County Investment Pool 2006 Maturity Date
1.15 years average
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FLATHEAD VALLEY COMMUNITY COLLEGE
KALISPELL, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2003 AND 2004

NOTE C - CASH AND INVESTMENTS (CONTINUED)

No interest rate risk disclosure is made for the investments of the Component Unit.

Disclosures Relating to Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the
investment. This is measured by the assignment of a rating by a nationally recognized statistical rating
organization. The Flathead County Investment Pcol does not have a rating provided by a nationally
recognized statistical rating organization.

Concentration of Credit Risk

The investment policy of the College contains no limitations on the amount that can be invested in any one
issuer beyond that stipulated by the Montana Code Annotated. There are no investments in any one issuer
that represent 5% or more of the total College investments.

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial institution,
a government will not be able to recover its deposits or will not be able to recover collateral securities that
are in the possession of an outside party. Montana law requires 50% security of deposits with financial
institutions in excess of the depository insurance coverage limits. A governmental entity's money is insured
for each "public unit" based on how the account is titled at the financial institution. The Flathead County
government is considered to have $100,000 FDIC coverage for demand deposits and $100,000 FDIC
coverage for time and savings deposits in each bank in the state.

The College's deposits with financial institutions did not exceed federal depository insurance limits at June
30, 2005 or June 30, 2006.

The custodial credit risk for investments is the risk that, in the event of the failure of the counterparty (e.g.,
broker-dealer) to a transaction, a government will not be able to recover the value of its investment or
collateral securities that are in the possession of another party. Custodial credit risk does not apply to a
local government's indirect investment in securities through the use of mutual funds or governmental
investment pools (such as the Flathead County Investment Pool).

Investment in the Flathead County Investment Pool

The College participates in the Flathead County Investment Pool. Information pertaining to the County's
investment pool can be obtained from the County's annual report. The investment pool is not registered with
the Securities and Exchange Commission. The pool is managed by the Flathead County Treasurer, who
reports to the Flathead County Commissioners. The pool unit value is fixed at $1 per share for purchases
and redemptions. Participants may buy and sell fractional shares.
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FLATHEAD VALLEY COMMUNITY COLLEGE
KALISPELL, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2005 AND 2006

NOTE C - CASH AND INVESTMENTS (CONTINUED)

Foreign Currency Risk

The College does not have any foreign currency risk as the College does not own any foreign currency.

Restricted Cash

Restricted cash in the plant funds is the proceeds from the bond issued for construction projects. This
restricted cash is held by the County Treasurer. Restricted cash as of June 30, 2005, and June 30, 2006
was $10,119,330 and $13,647,791, respectively.

NOTE D - CAPITAL ASSETS

Capital asset balances and activity for the year ended June 30, 2005, were as follows:

Balance Additions/ Retirements/ Balance
6/30/2004 Adjustments Reclassifications 6/30/2005
Land and Land Improvements $ 2,384,875 $ 113,855 $ - $ 2,498,730
Buildings 6,708,927 - - 6,708,927
Construction in Progress 189,338 78,939 - 268,277
Equipment 2,328,985 567,949 177,952 2,718,982
Leased Equipment 72,240 - - 72,240
Library Inventory 389,185 50,743 - 439,928
Leasehold Improvements 324,938 - - 324,938
Information Technology 198,376 74,317 - 272,693
Total 12,596,864 885,803 177,952 13,304,715
Less Accumulated Depreciation for:
Land Improvements 246,598 21,707 - 268,305
Buildings 2,450,180 179,904 8,507 2,621,577
Equipment 958,863 459,146 113.57.2 1,304,437
Leased Equipment 7,224 7,224 14,448
Library Inventory 307,826 19,884 - 327,710
Leasehold Improvements 15,357 8,123 1710.7 22,373
Information Technology 114,903 20,375 135,278
Total Accumulated Depreciation 4,100,951 716,363 123,186 4,694,128
Capital Assets, Net $ 8,495,913 $ 169,440 $ 54,766 $ 8,610,587

18



FLATHEAD VALLEY COMMUNITY COLLEGE
KALISPELL, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2005 AND 2006

NOTE D - CAPITAL ASSETS (CONTINUED)

Capital asset balances and activity for the year ended June 30, 2006, were as follows:

Balance Additions/ Retirements/ Balance
6/30/2005 Adjustments Reclassifications 6/30/2006
Land and Improvements $ 2,498,730 $ 237,906 $ 248,792 § 2,487,844
Buildings 6,708,927 72,240 6,781,167
Construction in Progress 268,277 3,764,584 4,032,861
Equipment 2,718,982 892,469 167,453 3,443,998
Leased Equipment 72,240 - 72,240 -
Library inventory 439,928 38,790 254,592 224,126
Leasehold Improvements 324,938 42,400 1,752 365,586
Information Technology 272,693 18,580 - 291,273
Total 13,304,715 5,066,969 744,829 17,626,855
Less Accumulated Depreciation for:
Land Improvements 268,305 23,649 - 291,954
Buildings 2,621,577 201,576 - 2,823,153
Equipment 1,304,437 396,415 160,622 1,540,230
Leased Equipment 14,448 - 14,448 -
Library Inventory 327,710 20,360 242,434 105,636
Leasehold Improvements 22,373 8,698 77 30,994
Information Technology 135,278 21,261 - 156,539
Total Accumulated Depreciation 4,694,128 671,959 417,581 4,948,506
Capital Assets, Net $ 8,610,587 $ 4,395,010 $ 327,248 $ 12,678,349

NOTE E - COMPENSATED ABSENCES PAYABLE

Compensated absences payable, which represent vacation and sick leave earned by employees which is
payable upon termination, were as follows:

Balance Increase Balance

6/30/2004 (Decrease) 6/30/2005

Vacation and Sick Leave $ 1,027,147 $ (13,553) $ 1,013,594
Balance Increase Balance

6/30/2005 (Decrease) 6/30/2006

Vacation and Sick Leave $ 1,013,594 $ 107,874 $ 1,121,468

The compensated absences attributable to the governmental activities will be liquidated primarily by the
General Fund.
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FLATHEAD VALLEY COMMUNITY COLLEGE
KALISPELL, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2005 AND 2006

NOTE F - LONG-TERM OBLIGATIONS

Changes in long-term obligations during 2005 were as follows:

Glacier Bank Note Payable

Gallis Note Payable

General Obligation Bonds -
Series 2003

General Obligation Bonds -
Series 2005

Changes in long-term obligations during 2006 were as follows:

Glacier Bank Note Payable

Gallis Note Payable

General Obligation Bonds -
Series 2003

General Obligation Bonds -
Series 2005

General Obligation Bonds -
Series 2006

Balance Debt Principal Balance

6/30/2004 Issued Payment 6/30/2005

$ 537,023 § - $ 59,323 § 477,700

154,302 - 40,376 113,926

2,265,000 - 555,000 1,710,000

- 9,900,000 - 9,900,000

$ 2,956,325 $ 9,900,000 $ 654,699 ¢ 12,201,626
Balance Debt Principal Balance

6/30/2005 Issued Payment 6/30/2006

$ 477,700 § - 5 63,868 § 413,832

113,926 - 43,401 70,525

1,710,000 - 560,000 1,150,000

9,900,000 - - 9,900,000

- 5,916,000 - 5,916,000

$ 12,201,626 $ 5,916,000 $ 667,269 $ 17,450,357

Long-term obligation maturities due subsequent to June 30, 2006 are as follows:

Year Principal Interest

2007 § 883,109 § 661,024

2008 1,100,553 626,950

2009 639,183 592,604

2010 668,196 563,228

2011 707,428 535,291

2012-2016 3,546,888 2,286,520

2017-2021 4,240,000 1,552,345

2022-2027 5,225,000 637,270

2028 440,000 9,020

Total $ 17,450,357 § 7,455 232
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FLATHEAD VALLEY COMMUNITY COLLEGE
KALISPELL, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2005 AND 2006

NOTE F - LONG-TERM OBLIGATIONS (CONTINUED)

The note payable to Leo and Karen Gallis is serviced by STS Escrow Collections, LTD. The face amount on
the note was $244,000. The interest rate on the note is 7.0% per annum for the first two years. Thereafter,
the interest rate will be adjustable yearly, based on the federal funds rate plus 2% beginning August 14,
2003. At no time will the interest rate fall below 7.0%. Payments on the note, including principal and
interest, are $25,267, and are due on February 14 and August 14 each year until paid in full. The payment
amount may be adjusted to reflect the contractual change in interest rate, if applicable. The note is secured
by a Montana Trust Indenture encumbering the real property purchased.

The Glacier Bank note payable was issued on August 14, 2002, in the amount of $675,000. The interest
rate on this note is 6.75% per annum, and the note matures on August 14, 2011. Payments on the note in
the amount of $44,009, including principal and interest, are due on February 14 and August 14 each year.
This note is due upon demand of the lender; if no demand is made, then the debt will be due in twenty semi-
annual payments. This note is secured by a Deed of Trust on real property located at the college campus,
specifically 701 & 777 Grandview Drive in Kalispell.

On July 1, 1994, Flathead Valley Community College issued general obligation bonds, Series 1993, at a
purchase price of $6,515,000 and an interest rate of 2.75%-5.5% to advance refund the Series 1989 bonds
of $6,495,000 at an interest rate of 6.4%-9.0% maturing July 1, 2000 through 2009. The Series 1993 bonds
were issued at par. After paying issuance costs of $23,600, the net proceeds were $6,599,456. The net
proceeds from the issuance of the Series 1993 bonds were used to purchase U.S. government securities
and those securities were deposited in an irrevocable trust with an escrow agent to provide debt service
payments until the Series 1989 bonds were called on July 1, 1999. The advance refunding met the
requirements of an in-substance defeasance and the term bonds were removed from the College's
investment in plant fund.

On March 1, 2003, Flathead Valley Community College issued general obligation bonds, Series 2003, at a
purchase price of $2,400,000 at an interest rate of 1.0%-2.3% maturing July 1, 2003 through 2007. The
Series 2003 bonds were issued at par. After paying issuance costs of $49,954, the net proceeds were
$2,350,046. The net proceeds from the issuance of the Series 2003 bonds plus other College funds were
used to redeem the Series 1993 bonds in the principal amount of $3,535,000, a redemption price equal to
par.

On March 15, 2005, Flathead Valley Community College issued general obligation bonds, Series 2005, at a
purchase price of $9,900,000 at an interest rate of 3.5%-5.0% maturing July 1, 2006 through 2025. After
paying issuance costs of $123,620, the net proceeds were $9,851,950. The net proceeds from the issuance
of the Series 2005 bonds will be used for paying for a portion of the costs of designing, constructing,
furnishing and equipping three new buildings on the existing campus, and incidental remodeling of existing
facilities and related improvements to include additional science and allied health instructional space,
technology-enhanced classrooms and labs, an instructional theatre, an early childhood teaching and
community childcare facility, a community space, an additional parking site and related infrastructure and
improvements.
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FLATHEAD VALLEY COMMUNITY COLLEGE
KALISPELL, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2005 AND 2006

NOTE F - LONG-TERM OBLIGATIONS (CONTINUED)

On January 5 ,2006, Flathead Valley Community College issued general obligation bonds, Series 20086, at a
purchase price of $5,990,400 at an interest rate of 3.75%-5.0% maturing July 1, 2007 through 2026. After
paying issuance costs of $98,455, the net proceeds were $5,891,945. The net proceeds from the issuance
of the Series 2006 bonds will be used for paying for a portion of the costs of designing, constructing,
furnishing and equipping three new buildings on the existing campus, and incidental remodeling of existing
facilities and related improvements to include additional science and allied health instructional space,
technology-enhanced classrooms and labs, an instructional theatre, an early childhood teaching and
community childcare facility, a community space, an additional parking site and related infrastructure and
improvements.

NOTE G - CAPITAL LEASE OBLIGATIONS

During the year ended June 30, 2004, the College entered into an capital lease for a liquid chiller. Payments
on the lease, including interest, are $2,223 per month for 36 months. The interest rate was 5.6%. The
portion of the lease payment not treated as interest is applied against the amount of the purchase option on
the lease. As detailed in Note D, the equipment has been recorded as a capital asset in the amount of
$72,240 on the College books. The amount paid on the lease, including interest, during the years ended
June 30, 2005 and June 30, 2006 totaled $23,867, and $22,705, respectively. The capital lease was fully
paid during the year ended June 30, 2006.

NOTE H - OPERATING LEASES

In 2001, the College entered into an operating lease with Lincoln County for a building to be used as the
Lincoln County Campus. Payments on the lease are estimated at $30,000 each year for 10 years. After 10
years, the College will have the option to lease the building for $1 per year. Total amount paid on the lease
in the years ended June 30, 2005 and June 30, 2006, totaled $31,651 and $33,272, respectively.

The College entered into an operating lease with Nissan Motor Acceptance Corporation for the President's
vehicle during the year ended June 30, 2002. Payments on the lease were $500 per month for 36 months.
The College did not exercise the option of buying the vehicle at the end of the lease for $17,663. The total
amount paid on the lease during the year ended June 30, 2005 totaled $500.

During the year ended June 30, 2004, the College entered into an operating lease for a photocopy machine.
Payments on the lease are $300 per month for 60 months. The College has the option of purchasing the
copier for fair market value at the end of the lease. The total amount paid on the lease during the year
ended June 30, 2005 and June 30, 2006 totaled $3,600 and $3,660, respectively..

During the year ended June 30, 2002, the College entered into an operating lease for a photocopy machine.
Payments on the lease are $1,862 per month for 60 months. The College has the option of purchasing the
copier for fair market value at the end of the lease. The amounts paid on the lease during the year ended
June 30, 2005 and June 30, 2006 totaled $20,396 and $ 22,016, respectively.
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FLATHEAD VALLEY COMMUNITY COLLEGE
KALISPELL, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2005 AND 2006

NOTE H - OPERATING LEASES (CONTINUED)

The College entered into an operating lease with Toyota Financial Services for a College vehicle during the
year ended June 30, 2005. Payments on the lease were $250 per month for 48 months. The College has
an option to purchase the vehicle at the end of the lease for $12,966. The total amount paid on the lease
during the years ended June 30, 2005 and June 30, 2006 totaled $3,250 and $3,263, respectively.

The College entered into an operating lease with Toyota Financial Services for the President's vehicle
during the year ended June 30, 2005. Payments on the lease were $532 per month for 36 months. The
College has an option to purchase the vehicle at the end of the lease for $20,989. The total amount paid on
the lease during the years ended June 30, 2005 and June 30, 2006 totaled $5,315 and $6,391, respectively.

Future minimum rental payments are as follows:

Lease
Year Payment
2007 $ 65,322
2008 160,007
2009 57,244
2010 33,724
2011 30,000
Total $ 246,297

NOTE | - RETIREMENT PLANS

The College participates in two state-wide, multiple employer, cost-sharing retirement plans which cover all
employees, except some substitute and part-time, non-teaching employees. The Teachers' Retirement
System (TRS) covers certified teaching employees, and the Public Employee Retirement System (PERS)
covers non-teaching employees. The plans are established by State law and are administered by the
Department of Administration of the State of Montana. The plans provide retirement, disability, and death
benefits to plan members and beneficiaries.

Both plans issue publicly available annual reports that include financial statements and required
supplemental information for the plans. The reports for the Teachers' Retirement System can be obtained
at P.O. Box 200139, 1500 Sixth Ave., Helena, MT 59620-0139. The reports for the Public Employees
Retirement System can be obtained at P.O. Box 200131, 1712 Ninth Ave., Helena, MT 59620-0131. The
financial statements for the Public Employees Retirement System include activity for a defined benefit and a
defined contribution retirement plan. The defined contribution plan is available to all active members starting
July 1, 2002. The assets of one retirement plan cannot be commingled with those of another plan.
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FLATHEAD VALLEY COMMUNITY COLLEGE
KALISPELL, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2005 AND 2006

NOTE | - RETIREMENT PLANS (CONTINUED)

Contribution rates, expressed as a percentage of covered payroll, which are determined by State law, were
as follows:

June 30, 2005 and June 30, 2006;

Employer Employee Total
TRS 7.47% 7.15% 14.62%
PERS 6.80% 6.90% 13.70%

The amounts contributed by both the employees and the College for the prior three years ended June 30,
were as follows:

2006 2005 2004
TRS $ 520,301 $ 476,317 § 488,237
PERS 477,766 432,250 398,015
Total $ 998,067 $ 908,567 % 886,252

The State of Montana contributes .10% of the employees' wages covered by PERS, and .11% of the
employees' wages covered by TRS, which are considered on-behalf payments. The College did not record
this contribution in its financial statements, as required by generally accepted accounting principles.

NOTE J - RISK MANAGEMENT

The College faces a considerable number of risks of loss, including a) damage to and loss of property and
contents, b) employee torts, ¢) professional liability i.e. errors and omissions, d) environmental damage, and
e) workers' compensation, i.e. employee injuries. A variety of methods is used to provide insurance for these
risks. Commercial policies, transferring all risks of loss, except for relatively small deductible amounts, are
purchased for property and content damage, employee torts, and professional liabilities. Coverage limits
and the deductibles on the commercial policies have stayed relatively constant for the last several years,
except for property and content coverage where the guaranteed values have been increased to
approximate replacement cost of the assets. Settled claims from these risks have not exceeded commercial
insurance coverage in any of the past three fiscal years.

NOTE K - RELATED PARTY TRANSACTIONS

The Flathead Valley Community College Foundation is a nonprofit, tax-exempt organization operating
exclusively for the purposes of promoting campus needs and assisting in fundraising. As discussed in Note
A, this entity is considered a component unit of Flathead Valley Community College. The Flathead Valley
Community College Foundation donates money to the College for scholarships and other gift support, at the
discretion of the Board of Trustees of the Flathead Valley Community College Foundation. During the years
ended June 30, 2005 and June 30, 2006, the Flathead Valley Community College Foundation provided
$215,775 and $292,068, respectively, in scholarship and other gift support.



FLATHEAD VALLEY COMMUNITY COLLEGE
KALISPELL, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2005 AND 2006

NOTE L - CONDENSED FINANCIAL STATEMENTS

Condensed financial information for the College’'s Lincoln County Campus is presented below. This
information is included in the College's basic financial statements, and is presented for informational
purposes.

STATEMENT OF NET ASSETS
JUNE 30, 2005 AND 2006

ASSETS 2005 2006
Current Assets
Cash and Cash Equivalents $ 438,057 544 175
Taxes Receivable 15,324 12,169
Accounts Receivable, Net 54,496 38,289
Prepaid Expense 7,284 -
Inventory 6,288 5,899
521,449 600,532
Noncurrent Assets
Capital Assets 42,400
Total Assets 521,449 642,932

LIABILITIES
Current Liabilities

Accounts Payable and Accrued Liabilities 3.212 3,396
Accrued Payroll 3,994 4,068
Deferred Revenue - Tuition and Fees 39,749 36,260
Compensated Absences Payable 5,566 4,345
Total Current Liabilities 52,521 48,069
Noncurrent Liabilities
Compensated Absences Payable 43,210 45,956
Total Liabilities 95,731 94,025
NET ASSETS
Invested in Capital Assets, Net of Related Debt - 42,400
Restricted for Scholarships, Research, Instruction, and Other 142,391 (8,456)
Unrestricted 283,327 514,963
Total Net Assets 3 425718 § 548,907
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FLATHEAD VALLEY COMMUNITY COLLEGE
KALISPELL, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2005 AND 2006

NOTE L - CONDENSED FINANCIAL STATEMENTS (CONTINUED)

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS
FOR THE YEARS ENDED JUNE 30, 2005 AND 2006

REVENUES 2005 2006
Operating Revenues
Tuition and Fees (net of scholarship allowances of $19,447 and

$19,165, respectively) $ 306,754 $ 241,654
Seminars and Workshops 7,400 9,640
Auxiliary Activities: Bookstore 63,382 59,930
Other Operating Revenues 717 2,360

Total Operating Revenues 378,253 313,584

EXPENSES

Operating Expenses
Salaries 482,693 441,102
Benefits 102,823 115,992
Travel and Entertainment 10,709 9,996
Supplies 84,448 164,524
Contracted Services 96,014 9,980
Equipment 28,678 9,753
Other Operating Expenses - 68,166

Total Operating Expenses 805,365 819,513

Operating Loss (427,112) (505,929)

NONOPERATING REVENUES (EXPENSES)

State Appropriations 338,882 369,435
Local Appropriations 181,033 259,683
Total Other Revenues 519,915 629,118
INCREASE IN NET ASSETS 92,803 123,189
Net Assets, Beginning of Year 332,915 425,718
Net Assets, End of Year $ 425718 % 548,907
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FLATHEAD VALLEY COMMUNITY COLLEGE
KALISPELL, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2005 AND 2006

NOTE L - CONDENSED FINANCIAL STATEMENTS (CONTINUED)
STATEMENT OF CASH FLOWS

FOR THE YEARS ENDED JUNE 30, 2005 AND 2006

CASH FLOWS FROM OPERATING ACTIVITIES
Tuition and Fees
Seminars and Workshops
Payments to Employees
Payments for Benefits
Payments to Suppliers
Aucxiliary Enterprise Charges: Bookstore
Other Receipts (Payments)

NET CASH USED BY OPERATING ACTIVITIES

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
State Appropriations
Local Appropriations

NET CASH PROVIDED BY NONOPERATING ACTIVITIES

CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES
Purchases of Capital Assets

CASH FLOWS FROM INVESTING ACTIVITIES
Net Increase in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

RECONCILIATION OF NET OPERATING EXPENSES TO NET CASH

USED BY OPERATING ACTIVITIES

Operating Loss

Changes in Net Assets and Liabilities:
(Increase) Decrease in Accounts Receivable
(Increase) Decrease in Inventory

Increase in Prepaid Expense

Increase (Decrease) in Accounts Payable
Increase in Deferred Revenues

Increase in Compensated Absences Payable

Net Cash Used by Operating Activities
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$

$

Adjustments to reconcile net loss to net cash used by operating activities:

2005 2006

281,954 $ 254,372
7,400 9,640
(488,733) (439,503)
(102,823) (115,992)
(216,313) (186,396)
63,382 59,930
717 (65,806)
(454,416) (483,755)
338,882 369,435
180,433 262,838
519,315 632,273
] (42,400)

64,899 106,118
373,158 438,057
438,057 $ 544175
(427,112) $  (505,929)
33,550 16,207
4,221 389
(3,100) 7,284
1,115 258
(58,350) (3,489)
(4,740) 1,525
(454,416) $  (483,755)




FLATHEAD VALLEY COMMUNITY COLLEGE
KALISPELL, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2005 AND 2006

NOTE M - PRIOR PERIOD ADJUSTMENTS

The College reviewed its balances on some balance sheet accounts that had been outstanding for years.
The prior period adjustments are to correct those balances, and are not material to the financial statements.

NOTE N - CONTINGENT LIABILITIES AND SUBSEQUENT EVENTS

On September 22, 2006, the College was served with a summons in a civil case. A former adjunct instructor
has exhausted her rights to investigation of claims of sexual harassment and discrimination through the
Montana Human Rights Committee of the Montana Department of Labor and Industry and the federal Equal
Employment Opportunities Commission. Both of these organizations determined that there was no probably
cause to continue the investigations, and issued a right to sue letter to the former employee. The former
employee has now sued the College in United States District Court for alleged damages caused by the
College and its employees. The College's insurance company has hired legal representation for the Coliege.

Amounts received or receivable from grantor agencies are subject to audit and adjustment by grantor
agencies, principally the federal government. Any disallowed claims, including amounts already collected,
may constitute a liability of the applicable funds. The amount, if any, of expenditures which may be
disallowed by the grantor cannot be determined at this time, although the College expects such amount, if
any, to be immaterial.

NOTE O - COMMITMENTS

The College issued general obligation bonds, as detailed in Note F, for the construction, furnishing and
equipping of three new buildings on the existing campus, and incidental remodeling of existing facilities and
related improvements. This will include additional science and allied health instructional space, technology-
enhanced classrooms and labs, an instructional theatre, an early childhood teaching and community
childcare facility, a community space, an additional parking site and related infrastructure and
improvements. The college management estimates an additional $16,113,000 in costs to complete this
project.
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SUPPLEMENTARY INFORMATION



Salaries $
Benefits

Travel

Supplies

Contracted Services

Bond Issue Expense
Scholarships and Grants
Noncapitalized Equipment
indirect Costs

Other Operating Expenses
Depreciation Expense

$
Salaries $
Benefits
Travel
Supplies

Contracted Services

Bond Issue Expense

Bad Debt Expense
Scholarships and Grants
Noncapitalized Equipment
Indirect Costs

Other Operating Expenses
Depreciation Expense

' l l I { I I ' { ¢ !
FLATHEAD COMMUNITY COLLEGE
KALISPELL, MONTANA
SCHEDULE OF FUNCTIONAL
CLASSIFICATION OF OPERATING EXPENSES
FOR THE YEAR ENDED JUNE 30, 2005
Scholarships Operation and
Public Academic Student Institutional and Maintenance of
Instruction Service Support Services Support Fellowships Plant Auxiliary Totals
3,201,496 $ 150,680 643,389 1,095,060 1,235,986 453,690 232,927 146,226 $ 7,159,454
584,528 26,733 157,204 256,751 261,790 93,106 80,325 52,571 1,513,008
42,208 23,999 22,587 42,473 24,939 14,794 569 2,728 174,297
169,388 81,326 59,180 102,840 180,317 39,387 89,861 644,729 1,367,028
117,579 200,172 36,687 159,461 235,365 78,509 401,048 38,040 1,266,861
- - - B - - 13,512 - 13,512
- - - 1,749 - 1,802,036 - - 1,803,785
22,944 169 3,830 45,536 14,851 220 64,261 1,360 153:171
21,747 - - 28,790 - 62,735 - - 113,272
1,158 - 3,510 607 907 - - 44 6,226
- - - - 556,451 - 556,451
4,161,048 $ 483,079 $ 926,387 $ 1,733,267 $ 1,954,155 $ 2,544,477 1,438,954 $ 885,698 $ 14,127,065
FOR THE YEAR ENDED JUNE 30, 2006
Scholarships Operation and
Public Academic Student Institutional and Maintenance of
Instruction Service Support Services Support Fellowships Plant Auxiliary Totals

3,427,344 201,684 731,074 1,115,794 1,399,359 426,066 234,531 158,579 $ 7,694,431
670,589 33,530 198,373 277,743 313,521 98,395 80,150 63,373 1,735,674
47,690 34,108 23,626 44,007 32,448 31,212 714 2,019 215,824
219,107 178,888 59,934 70,009 212,562 46,486 87,940 618,786 1,493,712
86,552 284,989 50,029 130,324 265,849 91,706 471,981 33,052 1,414,482
- 19,956 - 19,956
- 36,703 - 36,703
- - 1,766,675 - 1,766,675
125,728 1,807 21,414 6,117 36,633 5,431 93,216 59 290,405
14,988 4,123 - 21,611 - 37,871 - - 78,593
37 1,520 113 876 53 (13) 2,586
- 657,512 - 657,512
4,592,035 $§ 739,129 $§ 1,122673 $ 1,665718 $§ 2,261,248 $ 2,503,842 $ 1,646,053 $ 875,855 $ 15,406,553
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FLATHEAD VALLEY COMMUNITY COLLEGE
KALISPELL, MONTANA
SUPPLEMENTARY INFORMATION
YEAR ENDED JUNE 30, 2005

STUDENT FINANCIAL AID MODIFIED STATEMENT
OF CASH RECEIPTS AND DISBURSEMENTS

PELL CWS SEOG
Beginning Cash Balance $ (149,053) $ (3,798) §$ -
Additions:
Federal Advances 1,636,794 54,629 32,446
State Matching Funds - 32,644 11,632
Total Additions 1,636,794 87,273 44,078
Deductions:
Distribution to Students 1,493,316 83,090 46,529
Administrative Expenses 6,785 4,953 -
Total Deductions 1,500,101 88,043 46,529
Net Change in Cash 136,693 (770) (2,451)
Ending Cash Balance $ (12,360) $ (4,568) $ (2,451)

30



FLATHEAD VALLEY COMMUNITY COLLEGE
KALISPELL, MONTANA
SUPPLEMENTARY INFORMATION
YEAR ENDED JUNE 30, 2006

STUDENT FINANCIAL AID MODIFIED STATEMENT
OF CASH RECEIPTS AND DISBURSEMENTS

PELL CWS SEOG
Beginning Cash Balance $ (12,360) $ (4,568) $ (2,451)
Additions:
Federal Advances 1,271,707 32,846 35,682
State Matching Funds - 52,973 30,447
Total Additions 1,271,707 85,819 66,129
Deductions:
Distribution to Students 1,273,647 99,403 65,928
Administrative Expenses 2,690 4,736 -
Total Deductions 1,276,337 104,139 65,928
Net Change in Cash (4,630) (18,320) 201
Ending Cash Balance $ (16,990) $ (22,888) $ (2,250)
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FLATHEAD VALLEY COMMUNITY COLLEGE
KALISPELL, MONTANA
SUPPLEMENTARY INFORMATION
YEARS ENDED JUNE 30, 2005 AND 2006

SCHEDULE OF EXPENDITURES
STUDENT FINANCIAL ASSISTANCE PROGRAMS

2005 2006
Supplemental Education Opportunity Grant Program
Student Grants $ 37,223 $ 35,481
Administrative Cost 2,672 2,529

$ 39,895 $ 38,010

College Work Study

Wages $ 83,090 $ 99,403
Administrative Cost 4,953 4,736

$ 88,043 $ 104,139

Pell Grant Program

Student Grants $ 1,482600 $ 1,273,647
Administrative Cost 6,785 2,690

$ 1,489,385 $ 1,276,337
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Semester
Summer 2004
Fall 2004 **

Spring 2005 **

Summer 2005
Fall 2005 **

Spring 2006 **

** Totals for Fall 2004, Spring 2005, Fall 2005, and Spring 2006 include late starting classes
allowed for full-time equivalent calculations.

FLATHEAD VALLEY COMMUNITY COLLEGE

KALISPELL, MONTANA
SUPPLEMENTARY INFORMATION

YEARS ENDED JUNE 30, 2005 AND 2006

SCHEDULE OF ENROLLMENT STATISTICS

Third Week Report

Resident WUE Nonresident Total
278.73 0.47 5.80 285.00
1,309.44 6.33 40.00 1,395.77
1,226.16 6.07 40.07 1,272.30
243.83 0.27 7.57 251.67
1,256.56 5.863 33.34 1,295.43
1,162.03 5.94 20.93 1,188.90
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FLATHEAD VALLEY COMMUNITY COLLEGE

KALISPELL, MONTANA

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30, 2005

Federal Grantor/ Federal Award Number/
Pass-Through Grantor/ CFDA Pass-Through
Program Title Number Grantor's Number Expended
MAJOR PROGRAMS:
U.S. Department of Education
Direct Programs:
Supplemental Educational
Opportunity Grant Program 84.007A P007A042416 $ 39,895
College Work Study 84.033A P033A042416 53,258
* Federal Family Education Loans 84.032 N/A 674,808
Pell Grant Program 84.063P P063P042851 1,489,385
Total Student Financial Aid Cluster 2,257,346
Passed-Through Montana Office of Public Instruction:
Adult Basic Education 84.002 58-6503-56-05-BG 83,841
EL Civics 84.002 56-6503-56-05-EL 19,602
Total CFDA #84.002 103,443
Early Childhood Services Bureau - Evenstart 84.213 58-6503-38-05 120,000
Passed-Through Office of the Commisioner of Higher Education:
Voc. Ed. - State Leadership Career Clusters 84.048A FVCC 4 SL 05 108,411
Voc Ed. - Montana Leadership in Educational Technology 84.048A FVCC 1SL 05 43,340
Voc. Ed - Tech Prep 84.048A FVCC NW TP001 98,449
Voc. Ed. - Perkins LAP 84.048A FVCC LPO5 106,816
Total CFDA #84.048A 357,016
Total U.S. Department of Education Major Programs 2,837,805
NON-MAJOR PROGRAMS:
U.S. Department of Education
Direct Programs:
TRIO Programs
Student Support Services -ARC 84.042A P042A010802 303,924
Upward Bound 84.047A P047A030694-04 285,670
Total TRIO Programs 589,594
Passed-Through Montana Office of Public Instruction:
Summer Food Service Program 10.559 N/A 7,819
Health Occupations 17.267 58-6503-55-05 16,949
Reaching across the Divide 84.215K R215K010168A 86,823
Total U.S. Department of Education Non-Major Programs 701,185
U.S. Dept. of Labor
Employee training Administration / Project THEO 17.261 AF-13626-04-60 253,019
Corporation for National Services
Passed-Through the Montana Arts Council
AmeriCorps Project 94.005 PG-7581-02 15,150
U.S. Department of Health & Human Services
Passed Through Dept. Health Human Services
Best Beginnings 95.575 0602HIEDO00S 26,389
Passed Through NW Montana HR
Bridging the Divide 93.570 Sub Grant 04-91 26,500
U.S. Department of Treasury
Passed Through the State of Montana
Job Growth Tax Relief 21. XXX N/A 267,172
U.S. Department of Agriculture
Passed through Rural Utilities Service
Distance Learning 10.855 0348-0004 1,115
TOTAL FOR ALL FEDERAL AWARDS PROGRAMS 3 4,128,335

This program's activity is not reflected in the financial statements of the college.

“* This program does not require the College to account for expenditures related to such receipts. Consequently, these

funds are considered to have been fully expended when received.
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FLATHEAD VALLEY COMMUNITY COLLEGE

KALISPELL, MONTANA

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2006

Federal Grantor/ Federal! Award Number/
Pass-Through Grantor/ CFDA Pass-Through
Program Title Number Grantor's Number Expended
MAJOR PROGRAMS:
U.S. Department of Education
Direct Programs:
Supplemental Educational
Opportunity Grant Program 84.007A P0O07A052416 38,010
College Work Study 84.033A P033A052416 48,637

* Federal Family Education Loans 84.032 N/A 645,388
Pell Grant Program 84.063P P063P052851 1,276,337

Total Student Financial Aid Cluster 2,008,372

Passed-Through Montana Office of Public Instruction:
Adult Basic Education 84.002 58-6503-56-06-BG 82,309
EL Civics 84.002 56-6503-56-06-EL 22,981
Total CFDA #84.002 105,290
Early Childhood Services Bureau -Evenstart 84.213 58-6503-38-06 120,000
Passed-Through Office of the Commisioner of Higher Education
Voc. Ed. - Perkins State Leadership 84.048A FVCC 1 SL 05 68,162
Voc. Ed. - Perkins LAP 84.048A FVCC LP06 108,152
Total CFDA #84.048A 176,314
Total U.S. Department of Education Major Programs 2,409,976
NON-MAJOR PROGRAMS:
U.S. Department of Education
Direct Programs:

TRIO Programs:

Student Support Services -ARC 84.042A P042A0500770 306,350

Upward Bound 84.047A P047A030694-05 304,319

Total TRIO Programs 610,669
Passed-Through Montana Office of Public Instruction:

** Summer Food Service Program 10.559 N/A 25,532
Health Occupations 17.267 58-6503-55-06 2,584
Reaching across the Divide 84.2156K R215K010168A 22,049

Passed-Through Office of the Commisioner of Higher Education
Tech Prep 84.243A TP NW 06 95,000
Total Department of Education Non-Major Programs 755,834
U.S. Department of Labor
Employee training Administration / Project THEO 17.261 AF-13626-04-60 200,195
Corporation for National Services
Passed-Through the Montana Arts Council
AmeriCorps Project 94.005 PG-7581-02 19,385
U.S. Department of Agriculture
Passed through Rural Utilities Service
Distance Learning 10.855 0348-0004 40,145
National Endowment for the Humanities
Passed through the Montana Committee for Humanities
Honors Symposium 45.129 N/A 3,000
U.S. Department of Health & Human Services
Passed Through Dept. Health Human Services
Best Beginnings 95.575 0602HIEDO000S 34,003
Foster Care Education Training Voucher 93.658 N/A 792
Total U.S. Department of Health & Human Services 34,795
TOTAL FOR ALL FEDERAL AWARDS PROGRAMS $

.

** This program does not require the College to account for expenditures related to such receipts. Consequently, these
funds are considered to have been fully expended when received.

This program’s activity is not reflected in the financial statements of the college.
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P.O. Box 1067

104 Second Avenue S.W.

< H S Sidney, Montana 59270
M P C 406-433-2092

[ | ® e 1-800-676-2467

CERTIFIED PUBLIC ACCOUNTANTS FAX: 406-433-2095

REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF GENERAL PURPOSE
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Legislative Audit Committee
of the Montana State Legislature

We have audited the basic financial statements of Flathead Valley Community College as of and
for the years ended June 30, 2005 and 2006, as listed in the table of contents and have issued our
report thereon dated September 15, 2006. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Other auditors audited the financial statements of the Flathead Valley
Community College Foundation as described in our report on Flathead Valley Community
College’s financial statements. This report does not include the results of the other auditor’s
testing of internal control over financial reporting or compliance and other matters that are reported
on separately by those auditors.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Flathead Valley Community College’s internal
control over financial reporting in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide an opinion on the internal
control over financial reporting. Our consideration of the internal control over financial reporting
would not necessarily disclose all matters in the internal control that might be material weaknesses.
A material weakness is a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements caused by
error or fraud in amounts that would be material in relation to the financial statements being
audited may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. We noted no matters involving the internal control over
financial reporting and its operation that we consider to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Flathead Valley Community College’s
financial statements are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements, noncompliance with which
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could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our
audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards.

This report is intended for the information of the Legislative Audit Committee of the Montana State
Legislature, Flathead Valley Community College’s management, federal agencies and pass-
through entities, and is not intended to be, and should not be, used by anyone other than these
specified parties.

Cims, P

CHMS, P.C.
Certified Public Accountants

September 15, 2006
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P.O. Box 1067

104 Second Avenue S.W.

H Sidney, Montana 59270

C MS P C 406-433-2092
7 SR 1-800-676-2467

CERTIFIED PUBLIC ACCOUNTANTS FAX: 406-433-2095

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

Legislative Audit Committee
of the Montana State Legislature

Compliance

We have audited the compliance of Flathead Valley Community College with the types of
compliance requirements described in the U. S. Office of Management and Budget (OMB) Circular
A-133 Compliance Supplement that are applicable to each of its major federal programs for the
years ended June 30, 2005 and 2006. Flathead Valley Community College’s major federal
programs are identified in the summary of auditor’s results section of the accompanying schedule
of findings and questioned costs on pages 40 - 41. Compliance with the requirements of laws,
regulations, contracts and grants applicable to each of its major federal programs is the
responsibility of Flathead Valley Community College's management. Our responsibility is to
express an opinion on Flathead Valley Community College’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and
OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance
about whether noncompliance with the types of compliance requirements referred to above that
could have a direct and material effect on a major federal program occurred. An audit includes
examining, on a test basis, evidence about Flathead Valley Community College’s compliance with
those requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion. Qur audit
does not provide a legal determination of Flathead Valley Community College’s compliance with
those requirements.

In our opinion, Flathead Valley Community College complied, in all material respects, with the
requirements referred to above that are applicable to each of its major federal programs for the
years ended June 30, 2005 and 2006.

Internal Control Over Compliance

The management of Flathead Valley Community College is responsible for establishing and
maintaining effective internal control over compliance with requirements of laws, regulations,
contracts and grants applicable to federal programs. In planning and performing our audit, we
considered Flathead Valley Community College’s internal control over compliance with
requirements that could have a direct and material effect on a major federal program in order to
determine our auditing procedures for the purpose of expressing our opinion on compliance and to
test and report on the internal control over compliance in accordance with OMB Circular A-133.
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Our consideration of the internal control over compliance would not necessarily disclose all matters
in the internal control that might be material weaknesses. A material weakness is a reportable
condition in which the design or operation of one or more of the internal control components does
not reduce to a relatively low level the risk that noncompliance with applicable requirements of
laws, regulations, contracts, and grants caused by error or fraud that would be material in relation
to a major federal program being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. We noted no mattes
involving the internal control over compliance and its operation that we consider to be material
weaknesses.

This report is intended for the information of the Legislative Audit Committee of the Montana State
Legislature, Flathead Valley Community College’'s management, federal agencies and pass-
through entities, and is not intended to be, and should not be, used by anyone other than these
specified parties.

|
( 4ms, L.
CHMS, P.C.
Certified Public Accountants

September 15, 2006
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FLATHEAD VALLEY COMMUNITY COLLEGE
SCHEDULE OF FINDINGS
YEARS ENDED JUNE 30, 2005 AND 2006
SECTION | - SUMMARY OF AUDITOR’S RESULTS

Financial Statements

Type of auditor's report ISSUEA: ..........ceiviiiiiiiiiiiiir e e Unqualified
Internal control over financial reporting:
Material weakness identified?..........ccoeereee i No

Reportable conditions identified not considered
to be material WeaknESSES? ......iveeeeiieeeeee et e s No

Noncompliance material to financial statements noted?...................ccc L No

Federal Awards

Internal control over major programs:
Material weakness identified?...........vvieirr o No

Reportable conditions identified not considered
to be material weaknessSes? ............o e e No

Type of auditor’s report issued on compliance
o] gaat=TTe ol faTu | = 0 - RO PO OO OPUPR Unqualified

Any audit findings disclosed that are required to be reported
in accordance with Circular A-133, Section .510(2)7 ....cevvviieereiiieeeeeccer e, No

Identification of major programs:

CFDA Number Award Year Name of Federal Program

84.007, 84.032, 04-05 & 05-06 Student Financial Aid Cluster

84.033 & 84.063

84.002 04-05 & 05-06 Adult Basic Education

84,213 04-05 & 05-06 Evenstart

84.048A 04-05 & 05-06 Vocational Education Grants - Perkins
Dollar threshold used to distinguish between

Type A and Type B programsS:.........oooeee oo $300,000

Auditee qualified as 1ow-risk aUGIIEE? ... i e e No
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FLATHEAD VALLEY COMMUNITY COLLEGE
SCHEDULE OF FINDINGS (CONTINUED)
YEARS ENDED JUNE 30, 2005 AND 2006

SECTION Il — FINANCIAL STATEMENT FINDINGS

NONE

PRIOR YEARS’ RECOMMENDATIONS
A summary of the recommendations from fiscal years June 30, 2003 and 2004 is as follows:

Finding Status

Finding #04-01 — Cash Reconciliation Implemented

SECTION Il - FEDERAL AWARD FINDINGS

NONE

PRIOR YEARS’ RECOMMENDATIONS
A summary of the recommendations from fiscal years June 30, 2003 and 2004 is as follows:

Finding Status

Finding #04-01 — Cash Reconciliation Implemented
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